
Coronavirus Could Trigger 30% Fall in
Russian House Prices
But the crisis might help overhaul Russia’s “archaic” housing sector,
expert suggests.
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The rate of housebuilding could fall by 40%, the Institute of Urban Economics said. Andrei Nikerichev /
Moskva News Agency

Residential house prices across Russia could fall by up to a third over the next two years, a
Russian housing think tank has said.

Despite government subsidies to provide cheap mortgages, and a rapid boom in the
affordability of houses over the last decade, the economic fallout of the coronavirus is
expected to crush demand and send house prices down 20-30% by the end of 2021, Tatiana
Polidi, executive director of the Institute of Urban Economics wrote in the Vedomosti daily
Tuesday.

In each of the last two crises, house prices held up as unemployment peaked at only 5.5%,
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however, comparisons with the last bouts of economic turmoil which have hit Russia are not
appropriate this time around, Polidi said.

“A sharp increase in unemployment is expected along with a decrease in real incomes due to
the suspension of many companies and possible bankruptcies.”
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She added: “The current crisis has a completely different nature — a controlled contraction of
the economy against the background of stable low inflation and a relatively stable national
currency. In these conditions, the risk of a decline in housing prices — not a correction, but a
radical decline by 20-30% — in 2020-2021 is already quite real.”

Since 2010, the share of Russian households able to afford an average mortgage has doubled
to 49%. The government has unveiled a program of subsidized mortgage rates as part of its
response to the coronavirus crisis, but this is unlikely to shore up demand as living standards
are expected to suffer significantly.

Falling property prices could heap problems on Russia’s banking system, as the collateral of
underlying mortgages dips, while residential construction is also predicted to fall by as much
as 40% in the coming years. Nevertheless, the crisis might trigger an overdue modernization
in Russia’s housing sector, Polidi argues.

“The housing sector in Russia is quite archaic in its institutional structure — a narrow choice
of housing formats, poor variety of architectural and urban planning projects, and weak
penetration of new technologies. In my opinion, overcoming such archaism is much more
likely in a recession, rather than during a period of economic growth.”
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